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India’s Balance of Payments in 1958 


India’s external payments position showed definite 
signs of improvement in 1958 after the strains of 1957. 
The current account deficit, after taking credit for 
various official grants, declined from Rs 4.52 billion 
(US$949 million) in 1957 to Rs 3.55 billion ($746 
million) in 1958 (Rs 2.01 billion in the first half and 
Rs 1.54 billion in the second half). The improvement 
was due almost entirely to a substantial cut in commer- 
cial imports which, owing to the severe restrictive 
import policy adopted since mid-1957, were almost 
Rs 2 billion less than in the previous year. On the 
other hand, exports (excluding lend-lease silver) fell 
by Rs 570 million, the surplus on invisible account was 
reduced, and there was some increase in government 
imports. In 1957, the two major elements of financing, 
the utilization of external assistance (excluding official 
grants which are included in current transactions) of 
Rs 2.69 billion (including the International Monetary 
Fund credit) and the draft of Rs 2.35 billion on foreign 


International Wheat Agreement 

All 9 exporting countries and 31 of the 35 importing 
countries have now signed the draft International Wheat 
Agreement (see this News Survey, Vol. XI, p. 334). 
The 4 countries which have so far failed to sign are 
Ceylon, the Federation of Rhodesia and Nyasaland, 
Saudi Arabia, and Venezuela. It is expected that a 
sufficient number of ratifications will have been notified 
to make it possible for the Agreement to come into 
force at the beginning of the 1959-60 wheat season 
on August 1. 


Source: The Times, London, England, May 19, 1959. 


External Convertibility and the EPU 

In the annual report of the Netherlands Bank for 
1958, Dr. Holtrop, the Governor of the Bank, in com- 
menting on the restoration of external convertibility at 
the end of the year, said that the EPU had played a 
highly important part in freeing European trade and 
payments from the limitations of bilateralism and the 
hindrances to trade which these inevitably entail. The 
automatic mutual granting of monetary credits, on 
which the EPU was based, had, however, outlived its 
original purpose. Instead of providing mutual liquidity 
assistance as between countries which nearly all had to 
rely on extremely small exchange reserves it had come 


exchange reserves, were of almost equal importance. 
In 1958, external assistance (Rs 2.44 billion) was by 
far the more important element, thereby easing the drain 
on the reserves (Rs 1.04 billion). 

The decline in reserves which had been almost con- 
tinuous since April 1956 ceased toward the end of 
October 1958. Reserves, which had declined by Rs 1.18 
billion ($248 million), from Rs 4.48 billion at the end 
of December 1957 to Rs 3.30 billion at the end of 
October 1958, recovered by Rs 140 million to Rs 3.44 
billion ($722 million) at the end of December 1958. 

In 1958, India continued to have current account 
deficits with all currency areas. However, the deficit 
with the dollar area and the continental OEEC group 
was much smaller than in 1957. 


Sources: Reserve Bank of India, Bulletin, April 1959, 
and Indian News Digest, May 16, 1959, 
Bombay, India. 


to amount to a semipermanent mechanism for granting 
credit to member countries which, by reason either of 
their own inflationary trends or of fortuitous structural 
circumstances, had a balance of payments deficit within 
the limited group of participants. The continued exist- 
ence of the EPU was moreover an argument for still 
maintaining, in certain member countries, measures of 
discrimination—long superfluous from a balance of pay- 
ments point of view—against countries with convertible 
currencies. The changeover to convertibility may be 
interpreted as confirming the view that in monetary 
matters the forming of groups can be only a makeshift 
aid to the solving of problems. It is a step toward the 
restoration of a closer knit and better integrated world 
community, and a step away from the spirit of insula- 
tion from the outside world. 

Source: De Nederlandsche Bank N.V., Verslag over 


het Boekjaar 1958, Amsterdam, Netherlands, 
April 1959. 


Europe 


Retail Sales in the United Kingdom 

The recovery in retail sales after last month’s budget 
is provisionally estimated by the Board of Trade to 
have raised the volume of business in the United King- 
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dom by 6 per cent compared with April 1958. To 
some extent the comparison is distorted by the effects of 
the quiet post-Easter week in April 1958; but even 
when allowance has been made for this it is clear that 
sales recovered strongly. Purchases held back in antici- 
pation of tax reductions were made, especially of dur- 
able goods and, since prices were probably not very 
different from those of last year, it is likely that the 
whole of the increase in sales represented a larger 
volume. 

In February and March, on the other hand, higher 
prices accounted for most of the increase in sales—of 
2 per cent in March and of 3 per cent in February— 
and during the quarter October 1958 to January 1959, 
one third of an increase of 5 per cent in the value of 
trade was the result of higher prices. This record sug- 
gests that the measures taken to stimulate the economy 
by encouraging consumption are working well. 

The increase of spending in April is also likely to 
affect the size of the hire-purchase debt, which, the 
Board of Trade estimates, rose by some £27 million in 
March, to £671 million. Most of the increase probably 
arose from sales of cars: finance houses accounted for 
£23 million and shops for only £4 million. Vehicle 
credit sales reached a new peak in April and the post- 
budget buying of radio and television sets, refrigerators, 
and similar goods is also likely to have affected hire- 
purchase debt. 


Source: The Times, London, England, May 20, 1959. 


U.K. Investment in North America 

British investment in North America is estimated at 
about US$7 billion. Portfolio investment is somewhere 
between $3.75 billion and $4 billion, including govern- 
ment holdings of between $750 million and $1 billion 
(see this News Survey, Vol. XI, p. 58). Direct invest- 
ment has also risen considerably in the postwar period, 
the total for the whole of North America probably now 
being between $3 billion and $3.5 billion, or roughly 
three times what it was before the war. 

British direct investment in Canada in 1945 is esti- 
mated at $348 million, out of a total (including port- 
folio) of $1.75 billion. It had been considerably greater 
before the war. It is estimated that U.K. direct invest- 
ment in Canada at the end of 1958 was some $1.25 
billion; the total has doubled in five years largely 
because of heavy investments in oil, iron and steel, 
uranium, and aluminum. 

Estimates for investment in the United States are less 
precise, but there has been a similar strong upward 
movement. An official survey of foreign business in 
the United States in 1941 showed that U.K. direct 
investment at that time was worth $712 million, out of 
a total U.K. investment (including portfolio) of $3,239 
million. The record of balance of payments since that 
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time suggests, according to the U.S. Department of 
Commerce, that U.K. direct investment in the United 
States had grown by the end of 1957 to $1.9 billion. 


Source: The Times, London, England, May 14, 1959. 


French Reserves and Exchange Movements 

The French Office des Changes announced on 
May 16 the end of restrictions in dealings in banknotes. 
The “parallel” or free exchange rate for the U.S. dollar 
fell early in May below the official rate, the first time 
this has happened in more than 20 years, and the Under- 
Secretary of State for Finance has predicted the early 
disappearance of all “parallel” rates. Premiums on gold 
are also lower than at any time since the official free 
gold market was established 21 years ago. 

The French Finance Minister is reported to have 
said that French foreign exchange reserves amount to 
US$950 million. The inflow of gold and foreign 
exchange since the devaluation of December exceeds 
$1 billion, according to the Finance Ministry. Of this 
inflow $340 million represents the repayment of “ratis- 
sage.” Much of the inflow is due to foreign investments, 
in particular purchases of French shares on the Stock 
Exchange. 


Sources: The Times, London, England, May 18 and 
21, 1959. 


Belgium's Recession Budget 

Belgium’s budgets during the last five years have been 
clearly marked by the influence of the various phases 
of the business cycle during that period. The rise of 
expenditure was accelerated during the recession, which 
also acutely affected revenue receipts. In drawing up 
the 1959 budget, it was desirable that an attempt should 
be made to absorb the cyclical influences and, at the 
same time, to influence the future course of cyclical 
conditions. However, forecasting is particularly diffi- 
cult in Belgium at the present time, for, although it has 
been evident for almost a year that there will be no 
intensification of the recession, nobody is willing to 
commit himself very far as to the prospects of recov- 
ery. Ordinary expenditure is set at BF 106.9 billion 
and ordinary receipts at BF 101.9 billion, leaving a 
deficit of BF 5 billion. These estimates assume an 
increase of less than 2 per cent in expenditure and of 
6.7 per cent in revenue, in comparison with the esti- 
mated actual disbursements and receipts of 1958, and 
doubts have been expressed as to whether it will in 
fact be possible to keep the increase of expenditure 
within the estimated limit. The authorities will borrow 
on the capital market to finance the 1959 deficit. Dur- 
ing the first quarter of 1959 there was a net increase of 
BF 6 billion in the Floating Debt. Deficit spending is 
thus being practised as a matter of policy in 1959, but 
the budget Memorandum has also emphasized that the 
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Government is able to influence only a section of indus- 
trial activity, and can do little or nothing to stimulate 
an export revival. 


Sources: Kredietbank, Weekly Bulletin, Brussels, Bel- 
gium, April 11 and May 2, 1959. 


Foreign Purchases of Netherlands Securities 

According to the 1958 Annual Report of the Neth- 
erlands Bank, the total value of all Netherlands securi- 
ties sold abroad in the last seven years was f. 2.9 
billion (US$763 million); more than one quarter of 
these sales took the form of subscriptions to new issues. 
During the same period there was a surplus of savings 
which did not move into domestic investment of f. 4.6 
billion and, despite the sale of securities to foreigners, 
the capital account of the balance of payments showed 
a small net outflow of long-term capital. The Nether- 
lands authorities have not wished to place obstacles in 
the way of such sales, considering that the country’s 
own capital market is unable to meet all the capital 
needs of its international concerns. This was clearly 
illustrated during 1958 by an issue of one of these 
concerns of f. 900 million ($240 million). The amount 
of this issue undoubtedly exceeded the capacity of the 
Netherlands capital market and it is reported that three 
fourths of the issue was taken up abroad. 

The advantages and disadvantages of export of 
domestic securities must be analyzed, the Report states, 
in the light of the circumstances prevailing at the time. 
In 1954 and 1955, when the Netherlands had no balance 
of payments problem, the sale of securities had the 
advantage of easing the capital market and thus helping 
Netherlands enterprises to obtain investment funds. In 
1957, when the balance of payments was under strong 
pressure, the capital inflow limited the outflow of for- 
eign exchange and thus had the additional advantage 
of reducing the strain on reserves. In 1958, foreign 
subscriptions to the large share issue mentioned above 
helped to bring about a fall in domestic interest rates. 
As the proceeds of the issue were used in large part for 
investment abroad, it also helped to finance substan- 
tial Netherlands investments abroad. 

In practice, the sale of securities in the past ten 
years has proved to be economically advantageous for 
the Netherlands. However, an over-all assessment must 
also take account of the fact that these sales make the 
balance of payments and reserves more dependent on 
external factors which are beyond the control of the 
authorities and may, furthermore, under certain circum- 
stances, accentuate inflationary pressures. The Report 
concludes that this type of capital movement should 
be accepted as a natural consequence of the increasing 
economic integration of the Western world and as one 
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of the forces which tend to maintain equilibrium 

between national economies. 

Source: De Nederlandsche Bank N.V., Verslag over 
het Boekjaar 1958, Amsterdam, Netherlands, 
April 1959. 


Danish Meat Exports to Italy 

The ban on imports of meat, imposed by Italy on 
March 31, has now been lifted, and discussions held 
in Rome with a Danish delegation resulted in agreement 
that Denmark would operate a quota system for exports 
of meat in order to prevent a new fall in prices on the 
Italian market. Danish exporters have agreed to try 
this procedure even if other countries do not adopt it, 
but the Danish negotiators reserved the right to re- 
examine the question with the Italian authorities if 
other countries do not respond to the Italian wish for 
controlled deliveries of meat. The Danish Ministry of 
Agriculture has worked out a quota system based on 
actual exports in 1957 and 1958. 


Source: Bgrsen, Copenhagen, Denmark, May 5, 1959. 


Increase in Swedish Fund Quota 

The Swedish Parliament has approved the legisla- 
tion that provides for an increase of 50 per cent in the 
Swedish quota in the International Monetary Fund, 
i.e., to $150 million, and an increase in the Swedish 
share in the subscribed capital of the International 
Bank for Reconstruction and Development by 100 per 
cent, to $200 million. 
Source: Svenska Dagbladet, 

May 21, 1959. 


Stockholm, Sweden, 


Coordination of Scandinavian Electric Power 

A new 200,000-volt power line between Petajaskoski 
on the Finland, and Kalix in Arctic 
Sweden was recently put into operation. The line con- 
nects the Finnish network with the already linked-up 
Swedish and Danish networks; practically all the power 
stations in Finland, Sweden, and Denmark—east of 
the Great Belt—can, therefore, now collaborate in a 


Kemi River, 


(which is 67 miles long) and the transformer station 
at Kalix have been built in a year at a cost of about 
SKr 10 million (US$2 million). The transmission 
capacity is approximately 150,000 kilowatts, which 
corresponds to the requirements of a city of about 
400,000 inhabitants. The line is to be used for a two- 
way exchange of power; the collaboration was initiated 
by exporting Swedish surplus power to Finland from the 
hydroelectric plants on the rivers in southern Norrland. 


Source: Swedish-International Press Bureau, Bulletin, 
Stockholm, Sweden, May 14, 1959. 





368 


Finnish Foreign Exchange Regulations 

The Bank of Finland has relaxed the regulations 
governing the handling of applications for foreign 
exchange for payment of certain types of service. As 
of May 2, the commercial banks may, in certain cases, 
approve applications without prior reference to the 
Bank of Finland, which will content itself with verify- 
ing the applications subsequently. The operations for 
which foreign exchange applications may now be 
approved by the commercial banks include advertise- 
ments placed in foreign dailies and magazines by 
Finnish advertisement agencies; membership fees not 
exceeding Fmk 5,000 for foreign associations or organ- 
izations; remuneration, pensions, and maintenance pay- 
ments transferable abroad under permits issued by the 
Bank of Finland for a specific period; transfers to 
Finnish emigrants up to Fmk 100,000 (US$312.50) 
per member of the family in excess of the travel 
exchange authorized for emigrants; commodity insur- 
ance premiums payable to the insurance company’s 
foreign exchange account at a Finnish bank; reinsurance 
payments; consular fees; postal and railway settlements; 
customs and other comparable duties paid direct to a 
foreign authority; cost of installation of imported 
machinery, provided it is not included in the purchase 
price; repairs to and processing costs for goods that 
may be imported without license; ships’ repairs; and 
export agents’ commissions, provided the same cur- 
rency is earned from the related exports. 
Source: Hufvudstadsbladet, Helsinki, Finland, April 30, 

1959. 


Foreign Share Purchases in West Germany 

After the abolition of the last remaining restrictions 
on foreign capital transactions, West German investors 
have to an increasing extent established contacts with 
foreign capital markets. Some first-class foreign secu- 
rities have been brought into Germany and are now 
being traded at German stock exchanges, either in 
official or unofficial dealings. During the first quarter 
of 1959, there was a net purchase of DM 370 million 
of foreign securities by German investors, of which 
DM 270 million consisted of foreign shares. It is esti- 
mated that there was a further net purchase of at least 
DM 100 million of foreign securities in April 1959; 
and a strong demand for foreign securities has been 
reported for May. German investors favored especially 
Dutch and Italian shares, and to a somewhat less 
extent U.S. and Austrian securities. So far, the experi- 
ences of German investors with foreign securities have 
been highly satisfactory, as the quotations for the first 
foreign shares traded in German stock exchanges 
(Dutch Philips and Unilever) have risen sharply. Deal- 
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ings in leading Italian shares have also recently risen 
considerably. 

According to the Bundesbank, net foreign purchases 
of German securities amounted to DM 1.55 billion in 
the period from 1954 to 1958, of which DM 710 mil- 
lion consisted of shares. Net foreign purchases of 
German securities in the first four months of 1959 are 
estimated at about DM 250 million. This is consider- 
ably below the purchases of foreign securities by Ger- 
man investors, so that on balance German claims against 
foreign countries have increased. 

Source: Frankfurter Allgemeine Zeitung, Frankfurt am 
Main, Germany, May 14, 1959. 


German Post Office Loan 
Lists will be open from May 21 to May 27, 1959 for 

subscriptions to a loan of DM 225 million to be issued 

by the German Federal Post Office. The loan, which 

carries interest at 5 per cent, will be issued at 9754 per 

cent and will have a maturity of 20 years. 

Source: Deutsche Bundesbank, Ausziige aus Pressear- 
tikeln, Frankfurt am Main, Germany, May 11, 
1959. 


Repayment of Turkish Debts 

An agreement between 14 member countries of the 
OEEC and Turkey on the repayment of certain debts 
owed by Turkish residents was signed in Paris on 
May 12, 1959. At the same time the U.S. Government 
and the Turkish Government exchanged letters provid- 
ing for similar treatment of certain debts owed by 
Turkish residents to creditors residing in the United 
States. These agreements, denominated globally as 
“Agreement on the Consolidation of Debts Owed by 
Residents of Turkey,” must be supplemented by bi- 
lateral arrangements to be signed before July 31, 1959. 

The Agreement is the result of negotiations carried 
out in the “Conference on the Turkish Debt” which has 
been meeting in Paris since September 22, 1958, under 
the aegis of the OEEC, following a Council Resolution 
of July 29, 1958 made in connection with the putting 
into effect by the Turkish Government of its stabiliza- 
tion program. 

The exact amount of debt covered by the Agreement 
is not yet known as lists submitted by creditor countries 
have not been completed. The amount involved is 
reported to be about $400 million. This covers out- 
standing debt arising from nonpayment of maturities 
falling due before August 4, 1958, i.e., arrears, together 
with debt (including interest) arising from commodi- 
ties imported and services rendered before August 5, 
1958 for which payment dates had not yet matured but 
will mature before January 1964, and certain debts 
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arising from imports and services which had not become 
available in Turkey by August 4, 1958 but for which 
definite commitments had been made by Turkish resi- 
dents before that date. 

Repayment of the debts covered by the Agreement, 
including debts to U.S. residents, is to be spread over 
12 years. In 1959, $15 million will be due and pay- 
ments in the four following years will be $20 million, 
$25 million, $30 million, and $35 million, respectively. 
The remaining portion will be repaid in equal install- 
ments over the subsequent seven-year period. Interest 
on outstanding debt covered by the Agreement will 
be 3 per cent. 

As soon as the Agreement is finalized by the com- 
pletion of bilateral arrangements, the previously con- 
cluded bilateral agreements on liquidation of arrears 
between OEEC member countries and Turkey will be 
voided. 

The repayment of Turkish debts to countries such 
as Canada, Japan, and Pakistan, which have no agree- 
ments on debt repayment and which did not participate 
in the negotiations described above, will be bilaterally 
negotiated by Turkey. For these repayments $1.5 mil- 
lion per year has been set aside by Turkey. 

Sources: Le Journal d'Orient, Istanbul, Turkey, 
May 13, 1959; Turkish Information Office, 
News from Turkey, New York, N.Y., May 20, 
1959. 


Middle East 
Interregional Financing Facilities in the U.A.R. 


With a view to facilitating financial transfers between 
the two Regions of the United Arab Republic for pur- 
poses of economic development, for the establishment 
of new banks and the consolidation of existing ones, 
and for the execution of agricultural and industrial 
projects and the participation of public organizations in 
such projects, Law No. 8 of 1959 was enacted to 
organize the exchange of financing by the two central 
banks of the U.A.R. The National Bank of Egypt shall 
grant advances in the Egyptian Region in Egyptian 
pounds to physical and moral persons of the Syrian 
Region on applications to be submitted to the Syrian 
Exchange Office through authorized banks in Syria. 
Advances are made against promissory notes signed by 
the borrowers and guaranteed by the Central Bank of 
Syria with a maturity not exceeding 12 months. The 
limit of such advances is fixed at LE 5 million, which 
may be raised to LE 10 million by decision of the 
central Ministry of Economy and with the approval of 
the two central banks. Loans granted should be secured 
by bills or government and government-guaranteed 
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securities, or letters of guarantee issued by the author- 
ized banks. In the same way, the Central Bank of 
Syria shall grant loans in the Syrian Region in Syrian 
pounds to physical and moral residents of the Egyptian 
Region to be guaranteed by the National Bank of 
Egypt on applications to be submitted through author- 
ized banks to the Egyptian Central Exchange Control. 
The limit of such advances is fixed at LS 25 million 
which may be raised to LS 50 million, while other 
provisions are similar to those applied in the Egyptian 
Region, except that the maturity of the promissory 
notes should not exceed 300 days. 

Promissory notes held as collateral for loans made 
by the two central banks are eligible to be placed in 
the note issue cover in both Regions. 

Source: National Bank of Egypt, Economic Bulletin, 
Cairo, Egypt, Vol. XI, No. 4, 1958. 


Industrial Bank in Syria 

An Industrial Bank for the Syrian Region of the 
U.A.R. was recently established as a joint stock com- 
pany guaranteed by the State and supervised and con- 
trolled by the Ministry of Industry. The capital of the 
Bank is LS 12.5 million. Of the capital, 25 per cent 
will be subscribed by the Ministry of the Treasury from 
the Public Debt Fund and 8 per cent by the Central 
Bank of Syria. The remainder is to be offered for 
public subscription. The shares owned by the Treasury 
(Public Debt Fund) may be sold in the market. The 
financial resources of the Bank will include its capital, 
reserves, deposits, borrowings from the Central Bank, 
and bond issues, which may not exceed double the 
paid-up capital. The Bank is guaranteed preferential 
treatment by the Central Bank regarding its discount 
rates, provided they are not less than 1.5 per cent. 

The purpose of the Bank is to promote industry in 
the Syrian Region by granting medium-term (five years) 
or long-term (ten years) loans against collateral for 
assisting existing industries or establishing new plants. 
Short-term loans are also to be granted for seasonal 
financing. The Bank may participate in the establish- 
ment of new joint stock companies, investment or indus- 
trial, and may acquire the shares and dividends of 
industrial companies, provided its participation and its 
purchases do not exceed 50 per cent of its capital and 
reserves, and it is entitled to hold and dispose of such 
holdings. Discount rates and lending charges are to be 
fixed so that the Bank will be able to guide the estab- 
lishment of, and investment in, industry by lending at 
lower interest rates than do commercial banks. The 
Bank may also advise industrialists by an examination 
of existing industries and study of the possibilities of 
new ventures. The Bank is authorized to check the 
spending of loans granted. 
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The administration of the Bank is vested in its ordin- 
ary and extraordinary General Assemblies, meeting in 
conformity with the Bank’s statutes, and in a Board of 
Directors of nine members, including a representative 
from each of the Ministries of Industry, Economy, 
Treasury, and Planning, and from the Central Bank of 
Syria, while the other members are to be elected by the 
General Assembly to represent private shareholders. 
The representative of the Ministry of Industry may 
veto any decision that does not conform to the laws 
and regulations in force or to the industrial policy of 
the country. The veto shall be communicated by the 
President of the Board to the Minister of Industry, and 
the Board’s decision becomes effective if the Minister 
does not approve the veto within eight days. 

The Minister of the Treasury guarantees an annual 
dividend of 5 per cent on the shares of the Bank. In 
addition, the Bank is totally exempt during its first six 
years from all taxes and duties, and any other levies on 
movable or immovable properties. 

Subscription to the share capital of the Bank was 
duly completed in January 1959. 

Source: National Bank of Egypt, Economic Bulletin, 
Cairo, Egypt, Vol. XI, No. 4, 1958. 


Means of Payment in Israel 

It is expected that for the first time since the estab- 
lishment of the Bank of Israel in 1954 a period of 12 
months will pass without the report by the Governor 
of the Bank, which is required whenever the means of 
payment rise by more than 15 per cent in the preceding 
12-month period. The last report was for the year 
ended May 31, 1958. By the end of February 1959, 
the means of payment had increased by about 7 per 
cent, to 1£690 million. The rate of increase diminished 
in March and April and, unless there is some unpre- 
dictable development in May, no report will be required 
at the end of that month. 
Source: Israel Office of Information, /srael Digest, 

New York, N.Y., May 1, 1959. 


Agricultural Loan Fund in Iran 

The Government of Iran has placed at the disposal 
of the Agricultural Bank $46.7 million to be used for 
short-term loans ($14.6 million), medium-term loans 
($18 million), long-term loans ($12 million), and a 
revolving fund of $2 million. At least 80 per cent of 
the Bank’s funds must be used for agricultural loans 
in the provinces. The maximum rate of interest shall 
not exceed 6 per cent. 


Source: The Iranian Embassy, /ran Review, Washing- 
ton, D.C., May 1959. 
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Far East 


Thailand's 1959 Budget 

Thailand’s 1959 budget bill, which has been 
approved in principle by the Cabinet, provides for total 
expenditures of 7,090 million baht and revenue of 
6,090 million baht. There is thus a deficit of 1,000 
million baht to be financed by internal loans. 
Source: The Bangkok Post, Bangkok, 

April 3, 1959. 


Thailand, 


Wholesale Prices in Japan 

Wholesale prices in Japan increased by 0.2 per cent 
in April 1959 continuing the gentle but persistent 
upward trend begun in November 1958. During these 
six months, wholesale prices have increased by 2.1 per 
cent. In the 18-month period preceding Novem- 
ber 1958, prices had declined continuously by about 
9 per cent. 


Source: Bank of Tokyo, Weekly Review, Tokyo, Japan, 
May 18, 1959. 


Indonesia's Balance of Payments in 1958 


The Indonesian balance of payments in 1958 reg- 
istered a surplus, measured in terms of movements in 
net international reserves, of US$110 million as against 
a deficit of $75 million in 1957. This development 
was entirely due to a special nonrecurring transaction, 
an “Official Donation” of $117 million resulting from 
the cancellation in April 1958 of the short-term trade 
debt to Japan in this amount in accordance with the 
Indonesian-Japanese Reparations Agreement. 


According to exchange control records, there was a 
trade surplus in 1958 of $190 million, resulting from 
exports of $638 million and imports of $448 million, 
compared with a trade surplus of $112 million in 1957. 
Both exports and imports were considerably less than 
in 1957, the former by 24 per cent and the latter by 
39 per cent. The decline in imports was due to the 
reimposition of severe quantitative restrictions in early 
1958, following a sharp deterioration in exports. 


On nontrade current items, there was a net outgo of 
$187 million in 1958, $10 million less than in 1957. 
There was a net outflow in 1958 of $4 million on 
account of private capital, but a net inflow of $1 million 
of official long-term capital. The unclassified items in 
the balance of payments showed a net deficit of $7 
million in 1958. 


Source: Bank Indonesia, Bulletin, Djakarta, Indonesia, 
No. 17, February 1959. 
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Canada 


Canadian Credit Policy and Exchange Rate 


The Canadian chartered banks in a common move 
to prevent speculative borrowing have instructed their 
branch managers to make every effort to stop any 
increase in loans, especially to corporations. An attempt 
will be made to limit credits more or less to seasonal 
demands. Bank borrowing by installment finance com- 
panies in 1959 is not to exceed the peak of actual 
amounts borrowed in 1958. Individual bank loans and 
personal lending will probably not be much affected 
by this action. The rate for 91-day treasury bills has 
been rising continuously in Canada since mid-March, 
and reached 5.05 per cent on May 22. The average 
yield of a new 182-day treasury bill issue, offered for 
the first time on May 7, was 5.34 per cent on May 22. 
The Bank of Canada’s discount rate, which is kept at 
a quarter of 1 per cent above the 91-day treasury bill 
rate, rose to 5.30 per cent. 

With high money rates in Canada attracting short- 
term capital from abroad the exchange rate of the 
Canadian dollar rose above US$1.04 on May 22. On 
May 25, the rate was US$1.0416. 


Sources: The Financial Post, May 16, 1959, and The 


Globe and Mail, May 23, 1959, Toronto, 
Canada. 


Latin America 


Bolivia's Export Proceeds 


The Mining Corporation, which earns approximately 
50 per cent of Bolivian foreign exchange receipts, 
recently published data with respect to its foreign 
exchange earnings during recent years. Net foreign 
exchange receipts from the mineral exports of the 
Mining Corporation were reduced by half, from $75.4 
million in 1956 to $37.9 million in 1958. Most of this 
decline was the result of reduced tin exports. As a 
result of the limitations imposed by the export quotas 
under the International Tin Agreement, which have 
recently averaged approximately 50 per cent of exports 
in 1956, the value of Bolivia’s tin exports fell from 
$49.6 million in 1956 to $28.4 million in 1958. 
Exchange receipts from exports of tungsten dropped 
from $7.1 million in 1956 to $0.6 million in 1958, a 
decline largely to be explained by the cessation of U.S. 
stockpile purchases. The reduction in the production 
of tin has also involved a decline in export earnings 
from its by-products, zinc, lead, silver, and copper. 


Source: El Diario, La Paz, Bolivia, March 27, 1959. 


Chile's Stabilization Program 

The stabilization program adopted by Chile, and in 
support of which a Fund stand-by arrangement was 
recently agreed (see this News Survey, Vol. XI, p. 357), 
is formulated in Law No. 13305. Wages and salaries 
in the private sector of the economy are to be increased 
by rates varying from 28 per cent to 35 per cent. 
Wages and salaries paid by government autonomous 
entities and state enterprises will be increased according 
to a sliding scale based upon the increase in the cost 
of living in the 12-month period ended March 1959, 
and the basic salary of public employees will be sim- 
ilarly adjusted. Pensions will be raised by rates ranging 
from 21 per cent to 36 per cent, family allowances for 
military personnel and civil servants will be increased 
by Chil$900 per month, and family allowances for 
workers by Chil$30 per workday for each dependent. 
The cost of the latter increase will be covered by 
increasing the employers’ contribution by 4 per cent. 

Supplementary appropriations of Chil$90.5 billion 
are authorized for the 1959 budget. A number of revi- 
sions are made in the income tax, the sales tax, the tax 
on alcoholic beverages, and certain other miscellaneous 
taxes. The President is authorized to increase by up 
to 50 per cent any customs duty or other tax collected 
by the customs authorities which are levied on goods 
similar to those produced in Chile in sufficient quanti- 
ties for the domestic market, and to suspend duties 
and taxes on imports of essential consumer goods or 
goods indispensable for the public health. 

Within a limit of US$250 million, or its equivalent 
in Chilean pesos, the President is authorized to nego- 
tiate short-term or long-term loans in the internal mar- 
ket or abroad, and to issue short-term treasury obliga- 
tions or long-term bonds. Interest on these loans may 
not exceed 12 per cent if they are raised in local cur- 
rency or 7 per cent if they are raised in foreign 
currency. 

The obligation of the Central Bank, established by 
existing legislation, to extend credit to government insti- 
tutions and semifiscal or autonomous agencies will in 
each case be subject to the approval of the President 
of the Republic. 

A new monetary unit will be created, the “escudo,” 
which will be equivalent to Chil$1,000. 

The President is given special power for one year to 
make administrative reforms and adopt other measures. 


Source: Diario Oficial, Santiago, Chile, April 6, 1959. 


Abolition of Chile's Import Prohibitions 
The Dairio Oficial of Chile published on May 15, 
1959 a decree whereby the list of permitted imports 
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was expanded to include all merchandise previously 
excluded from it, thus ending the system of import 
prohibition for a number of goods. The Minister of 
Finance stated that this is a further step toward a more 
rational system of trade. The goods affected will be 
subject temporarily to advance import deposits of 
5,000 per cent. The Minister said that import deposits 
of this magnitude are necessary to avoid an indiscrimi- 
nate flow of imports which may be detrimental to 
domestic production. The deposit requirements will be 
replaced later by the additional import taxes author- 
ized by Congress last April, which may be as high as 
200 per cent of the c.i.f. value of imports. These taxes 
will be established on the basis of the degree of protec- 
tion to be extended to domestic production, taking into 
account the interests of consumers. 


Source: El Mercurio, Santiago, Chile, May 15, 1959. 


Other Countries 


South African Plan to Curb Unemployment 

The South African Minister of Labor has announced 
measures to help combat the serious unemployment 
position. An attempt will be made to persuade em- 
ployers in certain industries, e.g., footwear and cloth- 
ing, to put workers on short time instead of laying them 
off, while the State would, out of unemployment insur- 
ance funds, make up the difference between short-time 
pay and full pay. Government departments and the 
state railways will, wherever possible, buy their require- 
ments in South Africa, and the Government will try to 
persuade municipalities and importers to adopt a sim- 
ilar attitude. Hire-purchase regulations for new cars 
are to be relaxed, and the Treasury will relax its con- 
trol of the building expenditure of municipalities. If 
the position of the building industry grows worse, funds 
will be made available for the building of houses 
through the Public Works Department. 


Source: The Times, London, England, May 22, 1959. 


Uranium Costs and Profits in South Africa 

It was announced in March that South African 
uranium producers would be permitted to publish the 
total amount received by them from sales of uranium 
oxide, and the revenue, cost of production, and profit 
per pound of uranium oxide. One company, the 
Randfontein Estates Gold Mining Co., whose chair- 
man described it as a high-cost producer, reported at 
its 1959 annual meeting that its cost of production 
per pound of uranium oxide was made up of 80s. 8d., 
the cost of mining and milling the ore and the cost 
of recovering the gold therein; plus 10s. 6d., the cost 
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of recovering the uranium; minus 17s. 11d., the revenue 
from sundry sources and from the gold and silver re- 
covered from the uranium ore. The net cost of 73s. 3d. 
per pound does not include any charges in respect 
of the repayment of, or interest on, loans raised for 
the uranium project. 


Sources: The Star, Johannesburg, South Africa, 
March 23, 1959; The Times, London, Eng- 
land, April 29, 1959. 


Reduction of Cocoa Price in Ghana 

The official price at which cocoa is bought from 
farmers in Ghana will be reduced from 72s. per load 
(£134 8s. Od. per ton) to 60s. per load (£122 Os. Od. 
per ton). The price cut will come into effect during 
the new season which begins in October 1959. 

Announcing this decision to the National Assembly, 
the Prime Minister said that it had been made by the 
farmers themselves and would contribute approximate- 
ly £25 million to the £350 million development plan, 
which will be launched by the middle of 1959. 


Source: West Africa, London, England, March 28, 
1959. 


Gold Mining in British Guiana 

The gold output of British Guinia, which had been 
15,815 bullion ounces in 1956 and 16,491 ounces in 
1957, was 15,500 bullion ounces during the first nine 
months of 1958. Output is likely to decline consid- 
erably, as the largest producer, British Guiana Con- 
solidated Goldfields Ltd., a Colonial Development Cor- 
poration assisted concern, went into liquidation in 
November. This concern accounted for approximately 
12,000 bullion ounces from the two dredges that oper- 
ated during 1958. 


Source: Barclays Bank D.C.O., Overseas Survey 1959, 
London, England. 


International Financial News Survey, written by mem- 
bers of the staff of the Fund, is based on material 
published in newspapers, periodicals, official documents, 
and other publications as cited at the end of each note. 
Explanatory material may be added, but no Fund 
editorial comment or opinion. Therefore any views 
expressed are taken from the sources quoted and are not 
necessarily those of the Fund. 
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